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COMPARATIVE SUMMARY 


for the years ended December 31 


Revenue [$000] 
Oil Sales 
Gas Sales 
Royalties 
Interest & Other 


Expenses [$000] 
Production 
General and administrative 
Depletion 
Depreciation 


Earnings before Income Taxes [$000] 


Deferred Income Taxes [$000] 
* Net Earnings [$000] 


per share 


Expenditures [$000] 


Exploration and Property Acquisitions 


Plant and Equipment (Net after sales) 


Shares Issued and Outstanding 


Dividends 


Market Price Ranges of Shares [$] 


American Stock Exchange 1st Quarter 
2nd Quarter 
3rd Quarter 
4th Quarter 


High 
11% 
71% 
5% 3 
5 


1974 
$ 194 
415 
665 
152 
$1,426 


$ 160 
97 

354 

50 

$ 661 


$ 765 
315 


$ 450 
23¢ 


$1,095 


1,961,520 


Nil 


1973 
Suet Zo 
349 
654 

84 
$1,260 


$ 144 
51 


$570 
$ (39) 


1,961,520 
Nil 


High Low 

13% 9 
9% 6% 
834 6% 

11% 5% 


1972 
$ 139 
289 
DoZ 

oy 
$1,032 


$ 142 
49 

246 

of 

$ 494 


$ 538 
198 


$ 340 
17¢ 


$ 630 
$ 101 


1,961,520 
Nil 


High Low 
15% 10% 
15% sli 
13% 11% 
13% 11 


* Effective January 1, 1974 the Company adopted the deferred income tax 
method of accounting and prior years’ earnings have been restated. 


PRAIRIE OIL ROYALTIES COMPANY, LTD. 


AND SUBSIDIARY COMPANY 


$338 


$939 
$ 28 


1,961,520 
Nil 


High Low 
17% 10% 
16% 13% 
16% 12% 
13% 8% 


$503 
$ (1) 


1,961,520 
Nil 


High Low 
18% 9 
11% 6 
13% 6% 
1334" 9 10 


DESCRIPTION OF BUSINESS 


FINANCIAL 


PRODUCTION 


TO: THE SHAREHOLDERS 


Prairie Oil Royalties Company, Ltd. and its 
subsidiary company (hereinafter collective- 
ly called the ‘‘Company’’) explore for, devel- 
op, produce and sell crude oil, gas liquids 


Although higher prices were obtained for 
all oil and gas sold during the year, as dis- 
cussed below, the negative effect of higher 
provincial royalties, increase in taxes 
brought about by the November 18 Federal 
Budget and normal decline in production, 
resulted in only a modest increase in earn- 
ings. 

Net earnings for the year ended December 


Average daily production rates for the 
year before royalty deductions were 698 
barrels of oil and gas liquids and 7,466 MCF 
of gas, compared to 775 barrels and 7,984 
MCF in 1973. Commencing 1974, the Com- 
pany changed its method of reporting pro- 
duction statistics from net after deduction of 
all royalties to the Company’s share of gross 
before deduction of all royalties. The 1973 
production has been restated to reflect this 
change. 


By agreement between the Federal and 
Provincial Governments, the wellhead price 
of crude oil in Western Canada was in- 
creased from an average of $3.80 per barrel 


EXPLORATION AND DEVELOPMENT 


Drilling 
During the year, the Company partici- 
pated in the drilling of 23 gross (4.61 net) 


Oil 


Ge 


Directors’ Report 


and natural gas in Western Canada. Refer- 
ence is made to the comparative summary 
for the five years 1970 through 1974 shown 
on the facing page. 


31, 1974 were $450,000 or 23¢ per share, 
compared to a restated $432,000 or 22¢ per 
share for 1973. The restated earnings for 
1973 give effect to the adoption of the 
deferred income tax method of accounting 
on January 1, 1974. This resulted in a reduc- 
tion in earnings in 1974 of $315,000 (16¢ per 
share) and in 1973 of $286,000 (15¢ per 
share). 


to an average of $6.50 per barrel effective 
April 1, 1974. As a result, the average price 
received by the Company for the year was 
approximately 80°/o higher than for 1973. In 
addition, the average price received by the 
Company for natural gas increased 25°%o as 
a result of price redetermination with gas 
purchasers. However, the provincial gov- 
ernments raised royalties to the extent that 
average royalties paid on crude oil by the 
Company during 1974 increased by approxi- 
mately 175%. These higher royalties, com- 
bined with the effects of new Federal income 
tax legislation has, in most cases, more than 
offset the effect of the improved prices. 


wells, resulting in 2 oil (.28 net) wells and 5 
gas (1.52 net) wells. The following is a sum- 
mary of wells drilled: 


1S Abandoned 1974 Total 1973 Total 


Gross Net Gross Net Gross Net Gro _Net Gross Net 

ALBERTA Exploratory .... 2 28 3 1.01 12 2.16 WY 3.45 13 2.44 

Development... — — 1 50 2 .60 3 ii) 5 i aKa} 

BRITISH COLUMBIA _ Exploratory ....  — = = = _ = a = 1 1.00 
ARCTIC ExXploratOryends) |= _ 1 .O1 2 .05 3 .06 = = 

NOAA ee caactomsrs 2 .28 5 1 Gpay 16 2.81 23 4.61 19 4.99 
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Arctic Islands (See map) 


During 1974 Panarctic Oils Limited drilled 
5 wells on or adjacent to the Sabine Penin- 
sula of Melville Island, the results of which 
directly affected the Company’s acreages in 
which it holds interests varying from .4725°%o 
WO) Stk. 


Of the 2 wells located on the Drake Point 
structure, the deep Drake test located 2,000 
feet from the original gas discovery was 
drilled to a depth of 17,766 feet, plugged 
back to the Drake Point gas sand, and 
capped for future use. The Panarctic Drake 
E-78 well, drilled in May, 1974, was located 
on the north flank of the Drake Point anti- 
cline on the extreme eastern edge of the 
Sabine Peninsula. The well encountered a 
good gas bearing sand development which 
extended the known Drake Point gas accu- 
mulation in this direction. 


The Hecla N-52 well, located 8 miles 
offshore on the west of the Sabine Peninsula, 
encountered gas which substantially ex- 
panded the proved area of the Hecla accu- 
mulation. Three wildcat wells were drilled 


aaas 

+, ¢ 

ee + 
“ye 


TABER go> 
+ 


+ 
e 2% 


HORSEFLY L 
. 
+ 


TABER S.E. + 
om . 
Kee o 


¢ 
° 


° 


+ a 


° 4 
FOREMOST 6° 


tT ar, oc 


9% 


L, * 


* RED SOULEE 


ge 

r % 

ae: of Ree 
+ + > > 

aN Sa ec Sa ¢. Ate. 2 


© SMITH COULEE 


* \KNAPPEN °¢ * 
® 


on the Company’s acreage on the Sabine 
Peninsula and were abandoned. 


Panarctic is currently drilling a 14,000 
foot test at Chads Creek on the west side of 
Sabine Peninsula on lands in which the 
Company and British Columbia Oil Lands 
Ltd. (‘“‘BCOL’’) each have a 3.15°o interest. 
Panarctic East Drake I-55 is currently drill- 
ing 7 miles offshore east of the Drake Point 
gas field in an attempt to further expand the 
known gas accumulation in this direction. 
The Company and BCOL will each have a 
.7875%o interest in the well and in the lands 
on which the well is located. Other onshore 
wells to further delineate the Drake Point 
gas accumulation are under consideration. 


Southern Alberta (See map) 


The Company holds varying interests in 
165,920 gross acres in Southern Alberta. 
During the year under review, eleven wells 
were drilled in the Taber-Comrey area, 
which resulted in two oil discoveries and 
one gas well. Further wildcat and develop- 
ment drilling is being considered. 
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PETROLEUM AND NATURAL GAS RIGHTS 


At December 31, 1974, the Company (391,821 net) acres at the end of the 
owned interests in 3,788,650 gross (398,935 preceding year, details as follows: 
net) acres compared to 3,567,303 gross 


Reservations : : 
RES ENS ea Net Carried 


5 i Gross 
Leases Permits & Licences Total Interests Royallty 
Area Gross Net Gross INGE Gross Net Gross Net Acres 
GCanacianvATrctiGuemrrrte 102,493 3,227 2,295,225 91,017 2,397,718 94,244 — — = 
Batniks) lisa Glaaeensernenerte — — 402,593 12,680 402,593 12,680 — — — 
Northwest Territories . =— — _— —_ — — — _ 18,021 
Al bertas teas delete 389,090 113,620 395,437 96,672 784,527 210,292 1,920 480 18,709 
British Columbia ...... 1,038 682 _— — 1,038 682 — _ = 
Mamita be aieemenmicn ener iS ee DARL — — TL ZARZ STA — — — 
Saskatchewan ........ 80,167 50,424 48,880 9,376 129,047 59,800 — _ 322,116 
IP CONIEAUS otueucmavern jetta 646,515 189,190 3,142,135 209,745 3,788,650 398,935 1,920 480 358,846 


The land-holdings of British Columbia Oil 2,831,735 gross (111,404 net) acres from 
Lands Ltd. (359/o owned) at December 31, 2,632,260 gross (107,769 net) acres, details 
1974, increased over the previous year to as follows: 


Reservations Net Carried 
Leases Permits & Licences Total Interests 

Area Gross Net Gross Net Gross Net Gross Net 

CanadianwAr cticienente 102,493 3,228 Qe 9 On2 20) 91,017 Phytol oi M8} 94,245 — — 

Bankselislancl ieee — — 402,593 12,680 402,593 12,680 — — 

AI Dertagnn: eae ee 5,440 488 5,600 933 11,040 1,421 — — 
British Gohimbiagen se 20,384 3,058 — — 20,384 3,058 151,703 30,570 
AMO MWA inia cha beter 1285317; 6,774 2,703,418 104,630 2,031,730 111,404 SSL AOS} 30,570 


On Behalf of the Board. 


D. D. Barkwell, 


Calgary, Alberta, President. 
April 4, 1975. 


CONSOLIDATED STATEMENT OF EARNINGS 


for the years ended December 31, 1974 and 1973 


1974 1973 
REVENUE (Note 1) 
Cain Oasis aleSn on tome mar carat eke eke ets ts a Lame ae $ 609,000 $* 522,000 
ING cle steeaew aia, ated aac aaty Chk soda ute oes kis Ment cee anus ate ate 665,000 654,000 
LE STL REX) once aah We tes TARO Are i aa ay Ne, oe RR eee at ¥ 152,000 84,000 
~/ 1,426,000“ 1,260,000 
EXPENSES 

VR OCMULOMA Chg Meat ty Sat Ms est Oa Cen RAG oleae a arches oe RL ae Se sa ee 160,000 144,000 
General andacdmimistrative 4%. ~ch-os cu oes ws wero aso ence 97,000 51,000 
DEOL a Olas Arcee pace tec) May Rental us voce os oreo teh hen Sane NIMS we A 354,000 284,000 
DE PEC OIA TOM terete we eg aheaio Rais Ae le ee Ow notes 50,000 63,000 
661,000 542,000 
pARNINGs BEFORE INGOME TAXES, ec ae.caee Som aurh cue eres 765,000 718,000 
DEFERRED INCOME TAXES (Noted J osic. even saassarewad dwn 6 315,000 286,000 
INGE lip Acie NUUNIG Set cree ie hevA Mich oa Guicengit Rar ues eee muses ite Oommen anenntee VEZ. $ 450,000 [LY $ 432,000 

INE ee IRININGS PER OFlAR Ey osentice nes wae Gate ere adh ote ie Ge23 we Be 


CONSOLIDATED STATEMENT OF RETAINED EARNINGS 


for the years ended December 31, 1974 and 1973 


1974 1973 
RETAINED EARNINGS AT BEGINNING OF YEAR, 
Sse RE VIOUGK eT SDORUCUY atc cee sucker ciate Clemens ea Srete eye $5,793,000 $5,075,000 
Adjustment resulting from retroactive adoption of 
tax allocation accounting (Notet))) Gand... sas aeons bccn 1,605,000 1,319,000 
BALANCE AT BEGINNING OF YEAR, as restated .......20+e+. 4,188,000 3,756,000 
ING te MIITIOSS 0 ne cease cree tien ead olan oi et atta neal) Meuniab cus aie ayaa 450,000 432,000 
VAIL JAUNIG)8, AMIE TSINI DMO) SVAN, cop noogbdugpo0cpoacocnuopdond a0 $4,638,000 $4,188,000 


CONSOLIDATED STATEMENT OF CHANGES IN FINANCIAL POSITION 


for the years ended December 31, 1974 and 1973 


SOURCE OF WORKING CAPITAL 1974 1973 
Operations (Note 1) 
INPAESENB INN cone mee eeu bins | odes s pou Bey oh G0 ato $ 450,000 $ 432,000 
Charees notrequirime working capital’ Ga) ci. ocen- es 719,000 633,000 
Working capital generated from operations ............ 1,169,000 1,065,000 
APPLICATION OF WORKING CAPITAL 
Property, plant and equipment .......:..0.+0+seecess sees: 1,142,000 531,000 


INCREASE IN WWORKINGCAPIT Ali: arenes a Pee eet ei $ 27,000 $ 534,000 


CONSOLIDATED BALANCE SHEETS 


as at December 31, 1974 and 1973 


Assets 
1974 1973 
CURRENT ASSETS (Note 1) 
Gash and short-term deposits. 4s. tee eee ee $1,690,000 $1,751,000 
Accounts receivable*. 60. > «ete eet eee 293,000 202,000 
Drillinevand otherdeposits). 04.1 ee ee ee 52,000 52,000 
2,035,000 2,005,000 
INVESTMENT IN BRITISH COLUMBIA 
OMSLANDS LEDs at cost. (Note) a aes eae cee eee ee 2,009,000 2,009,000 
PROPERTY, PLANT AND EQUIPMENT, at cost 
(Notes lgand'3) a2 ee ee oe 7,727,000 6,985,000 
Accumulated depletion and depreciation .................. 2,489,000 2,085,000 
5,238,000 4,500,000 
$9,282,000 $8,514,000 


Auditors’ 


TO THE SHAREHOLDERS 
PRAIRIE OIL ROYALTIES COMPANY, LTD. 


We have examined the consolidated balance sheets of Prairie Oil 
Royalties Company, Ltd. and subsidiary company as at December 31, 1974 and 
1973 and the consolidated statements of earnings, retained earnings and 
changes in financial position for the years then ended. Our examination 
included a general review of the accounting procedures and such tests of 
accounting records and other supporting evidence as we considered neces- 
sary in the circumstances. 


Report 


Liabilities 


CURRENT LIABILITIES 


HACC ONLORUES. (GAN UID Cram shane eeraacoee si sacAs> agree vice OIL es PRE 


DEFERRED INCOME TAX ESUNOtG 1), Qeeicec cess en eee 


Shareholders’ Equity 


CAPITAL STOCK 


Authorized 
2,500,000 shares of $1 par value 


Issued 


4 OGM OS eas. ae. 6 plone Aes oon hon UGS eo Ge 
GONTARIIUINED) SIUIRIBIGUS oscedeuuocuccvobdcgboanoness 
RECA LON TDL EVANIRINMIGESS cs da ao ob daudeeneodoboabuouaudaec 


Signed on behalf of the Board: 


1D), 1D), Barkwell, Director 


W. A. Loucks, Director 


In our opinion these consolidated financial statements present fairly the 
financial position of the companies as at December 31, 1974 and 1973 and the 
results of their operations and the changes in their financial position for the 
years then ended, in accordance with generally accepted accounting princi- 
ples applied, after giving retroactive effect to the change in accounting for 
income taxes as explained in Note 1 to the consolidated financial statements, 


on a consistent basis. 


Calgary, Alberta 
February 7, 1975 


RIDDELL, STEAD & CO. 
Chartered Accountants 


1974 


$ 188,000 


1,920,000 


1,962,000 
574,000 
4,638,000 


7,174,000 


$9,282,000 


1973 
(Note 1) 


$ 185,000 


1,605,000 


1,962,000 
974,000 
4,188,000 


6,724,000 


$8,514,000 


Notes to 1974 and 1973 Consolidated Financial Statements 


NOTE 1 


NOTE 2 


NOTE 3 


ACCOUNTING POLICIES 
Principles of Consolidation 
The consolidated financial statements include the accounts of the Company’s wholly-owned 
subsidiary, Prairie Oil Exploration Ltd., which was inactive during 1974 and 1973. 
Depletion 
The companies follow the practice of capitalizing both productive and non-productive costs 
related to the exploration for and the development of oil and gas reserves, and of depleting such 
costs on a composite unit of production method based on total estimated recoverable reserves. 
Depreciation 


Depreciation of plant and equipment is being provided at rates which will amortize original 
costs over the estimated useful lives of the respective assets. 


Income Taxes and Change in Accounting Policy 


The companies follow the tax allocation method of accounting under which the income tax 
provision is based on the earnings reported in their accounts. Under this method the companies 
provide for deferred income taxes to the extent that income taxes otherwise payable are eliminated 
by claiming exploration and development costs and capital cost allowances in excess of the related 
depletion and depreciation provisions reflected in their accounts. 


Prior to January 1, 1974 the companies had provided only for the taxes payable on their taxable 
income for the year. 


This change in accounting had the effect of decreasing net earnings for the years ended 
December 31, 1974 and 1973 by $315,000 ($.16 per share) and $286,000 ($.15 per share), respectively. 
The 1973 accounts have been restated from those previously reported to give effect to this 
accounting change. 


Total income tax expense for the year ended December 31, 1974 includes the effects of the 
income tax changes proposed in the November 18, 1974 Federal Budget and the announced ‘‘Alberta 
Petroleum Exploration Plan of December, 1974’’ and the effects of the changes in tax policies 
announced by the provinces of Saskatchewan and British Columbia. These proposed income tax 
changes have not yet been passed by the respective parliamentary bodies. 


INVESTMENT 

The investment in British Columbia Oil Lands Ltd. consists of 333,531 shares representing 
approximately 35%%o of that company’s outstanding capital stock, with an approximate market value 
of $.5 million on February 7, 1975. Because of the number of shares of British Columbia Oil Lands Ltd. 
involved, the market value is not necessarily indicative of the amount that could be realized on sale. 


PROPERTY, PLANT AND EQUIPMENT 


Accumulated 
Depletion 
and 


December 31, 1974 


Cost 


Depreciation 


Net 


Oiand:eas properties wane eire ene ere $7,049,000 $2,003,000 $5,046,000 

Oil and gas production equipment ............ 678,000 486,000 192,000 
$7,727,000 $2,489,000 $5,238,000 

December 31, 1973 

Oil and:gas properties secant ee eee $5,955,000 $1,649,000 $4,306,000 

Oil and gas production equipment ............ 630,000 436,000 194,000 
$6,585,000 $2,085,000 $4,500,000 


NOTE 4 DIRECTORS’ FEES 
General and administrative expenses include 


directors’ fees of $4,000. 


Directors: 
Donald D. Barkwell Calgary, Alberta 


Executive Vice President 
Canadian Industrial Gas & Oil Ltd. 


Edward A. Galvin Calgary, Alberta 


Chairman of the Board & President 
Canadian Industrial Gas & Oil Ltd. 


Wilfrid A. Loucks Calgary, Alberta 


Vice-President, Finance & Services 
Canadian Industrial Gas & Oil Ltd. 


Frederick A. McKinnon Calgary, Alberta 


President 
BP Exploration Canada Limited 


Clifford A. Rae Calgary, Alberta 
Barrister & Solicitor 

Macleod Dixon, 

Barristers & Solicitors 


David M. Tyerman,Q.C. Regina, Saskatchewan 
Barrister & Solicitor 

MacPherson, Leslie & Tyerman 

Barristers & Solicitors 


THE ANNUAL GENERAL MEETING of 
the Company will be held on Tuesday, 
April 29, 1975 at 9:00 o’clock in the 
forenoon, Mountain Daylight Time, in 
the Board Room of Canadian Industrial 
Gas & Oil Ltd., 12th Floor, 640-8th 
Avenue S.W., Calgary, Alberta, 
Canada T2P 1G9. 


Officers: 
Donald D. Barkwell President 


Executive Vice President 
Canadian Industrial Gas & Oil Ltd. 


Wilfrid A. Loucks Vice-President 


Vice-President, Finance & Services 
Canadian Industrial Gas & Oil Ltd. 


David M. Tyerman, Q.C. Secretary 


Barrister & Solicitor 
MacPherson, Leslie & Tyerman, 
Barristers & Solicitors 


A. Kenneth Davies Treasurer 


Treasurer 
Canadian Industrial Gas & Oil Ltd. 


Laurence A. Sills Assistant Secretary 


Secretary 
Canadian Industrial Gas & Oil Ltd. 


Executive Office: 
640 Eighth Avenue S.W., Calgary, Alberta T2P 1G9 


Registered Office: 
2236 Albert Street, Regina, Saskatchewan S4P 2V4 


Auditors: 
Thorne Riddell & Co., Calgary, Alberta 
Registrars & Transfer Agents: 
Canada Permanent Trust Company, 


Regina, Saskatchewan, and Toronto, Ontario 


Morgan Guaranty Trust Company of New York, 
New York, N.Y. 
Stock Exchange Listings: 


Toronto Stock Exchange, Toronto, Ontario 
American Stock Exchange, New York, N.Y. 


PRAIRIE OIL ROYALTIES COMPANY, LTD. 
ANNUAL REPORT 1974 


LITHOGRAPHED IN CANADA 
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CONSOLIDATED STATEMENT OF EARNINGS 


For the Six Months Ended June 30 
(unaudited) 


1974 1973 
(Restated) 
SALES AND OTHER REVENUE . : : : : : : $716,000 $591,000 
COSTS AND EXPENSES 
Field operating expenses . ‘ ; F ; ‘ ‘ F 71,000 79,000 
General and administrative expense : 3 ; : 51,000 26,000 
Depletion A . , ; : a ‘ : : : ; 102,000 123,000 
Depreciation . 2 ; ; : 5 : F : ; ; 25,000 32,000 
249,000 260,000 
EARNINGS BEFORE TAX ; ; : : : : , ‘ 467,000 331,000 
Deitel WOON WSs 5 8 s .o co S 6 «¢ 178,000 132,000, 
NET EARNINGS i : : : : ; : ; : F $289,000 $199,000 
EARNINGS PER SHARE 
Cash Earnings : : : : : , , : ; : 30¢ 25¢ 
Net Earnings ; : ; ; : : : : . ‘ 15¢ 10¢ 


CONSOLIDATED STATEMENT OF CHANGE IN FINANCIAL POSITION 


For the Six Months Ended June 30 
(unaudited) 


1974 1973 
(Restated ) 
SOURCE OF WORKING CAPITAL 
Operations 
Net earnings . : : ; 3 : Z ; . : $289,000 $199,000 
Charges not requiring working capital : : ; d __ 305,000 287,000 
Working capital generated from operations . : ; 594,000 486,000 
APPLICATION OF WORKING CAPITAL 
Property, plant and equipment 5 : : , : : 581,000 197,000 
INCREASE IN WORKING CAPITAL : : : : ; ; $ 13,000 $289,000 


Signed on behalf of the Board 
D. D. Barkwell, Director 
W. A. Loucks, Director 


Printed in Canada 


he 


RAIRIE OIL ROYALTIES 
COMPANY, LTD. 
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